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Ceylon’s Foreign Investment Policy 


A statement of the Ceylon Government's policy in re- 
spect of private foreign investment was presented to 
Parliament by the Minister of Finance in July. The state- 
ment covers two major aspects of the problem: (1) the 
existing rules and regulations concerning the specific 
matters which concern the foreign investor and the guar- 
antees by the Government about their continuation in 
the future; (2) the machinery and procedure to ensure 
that foreign investment is not in conflict with the national 
interest. 

Existing regulations include the following: (1) The 
Government considers it desirable for domestic capital 
to participate with foreign capital in the establishment 
of business enterprises. The proportion of domestic and 
foreign capital will depend on the nature of the individual 
case, and the Government does not consider it desirable 
to impose a uniform rule. (2) The Government attaches 
considerable importance to the training and employment 
of Ceylonese nationals in foreign enterprises. The Govern- 
ment is confident of the cooperation of foreign investors 
and recognizes the right of the individual concern to 
select its own personnel for key posts. (3) The Govern- 
ment will permit the free remittance of profits, dividends, 
and interest, as well as the withdrawal of foreign capital 
under the existing exchange control procedure. (4) In 
the field of taxation, foreign concerns will be treated on 
terms of equality with domestic enterprises. Special con- 
cessions and inducements for foreign concerns include 
(a) exemption from direct taxes of up to 5 per cent of the 
profits of industrial undertakings begun within six years 
after April 1, 1951; (b) exemption from taxes of divi- 


World Grain Stocks 


Stocks of major types of grain in the principal export- 
ing countries (United States, Canada, Argentina, Aus- 
tralia) reached a new record of 116 million short tons 
on July 1, 1955. This was 2 per cent above stocks on 
July 1, 1954 and more than double the 1945-49 annual 
average. The increase over 1954 was due to the 15 per 
cent rise in U.S. holdings, which more than offset de- 
clines in the other three countries. Stocks in Canada fell 
by 28 per cent, in Argentina almost 4 per cent, and in 
Australia less than 2 per cent. More than 70 per cent 
of the July 1 stocks were held in the United States. 


dends paid from such profits; (c) exemption from income 
tax of income from new houses for a period of up to eight 
years, beginning with the assessment year April 1955 to 
March 1956; (d) reduction of import duties on a wide 
range of capital goods and raw materials, with the scope 
for further reductions being reviewed constantly by the 
Government. (5) There will be no discrimination between 
foreign concerns under any system of rationing or control 
in respect of raw materials, labor, etc. (6) In the event 
of compulsory acquisition, foreign investors will be 
entitled to the fullest compensation. 

With respect to procedure, foreign investors should 
send a formal application to the Prime Minister, who will 
deal with the matter with the assistance of an Advisory 


Board. The criteria to be applied to investment proposals 


will be flexible. In general, foreign investment will be 
particularly welcome in fields where there is a genuine 
program of production, where indigenous capital or tech- 
nical know-how is inadequate, and where the country’s 
balance of payments position would be strengthened 
through a reduction in imports or an expansion in ex- 
ports. Foreign investment in trade and distribution is 
considered less urgent. The mere existence of local in- 
vestment in a field would not in itself exclude that field 
from foreign investment. Once a proposal has received 
the sanction of the Government, the foreign investor has 
the assurance of fair treatment and nondiscrimination 
in regard to the future. 


Source: Minister of Finance, Government Policy in Re- 
spect of Private Foreign Investment in Ceylon, 


Colombo, Ceylon, July 1955. 


As in 1954, exportable surpluses far exceed the re- 
quirements of importing countries. Production in Western 
Europe is expected to equal the high level of the 1954 
harvest. Qualities are higher, which will also tend to 
reduce import requirements. In the minor exporting 
countries, the quantity of grain available will be greater 
than last year. A large increase in Turkish output will 
more than offset declines in Syria and Sweden. The 


French crop is expected to approach the all-time record 
of 1954, 


Source: Department of Agriculture, Press Release, Wash- 
ington, D. C., September 12, 1955. 
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Legal Status of the Sovereign 


On September 5 the President of the First Division of 
the Ziirich District Court ruled that the sovereign was 
recognized as an official means of payment in the United 
Kingdom, and was “metallic money the circulation of 
which is legally authorized” within the meaning of the 
1929 International Convention for the Suppression of 
Counterfeiting Currency. A sentence of six months’ im- 
prisonment was accordingly imposed on a person accused 
of dealing in counterfeit sovereigns, which, however, were 
of the correct fineness and weight, the sentence being sus- 
pended on condition of good behavior for four years. 


It has been estimated that between 100 million and 
300 million sovereigns are still in circulation in various 
parts of the world. In Mecca the sovereign is the recog- 
nized coin for payment of larger debts, just as the Maria 
Theresa dollar is for the smaller. The demand for sov- 
ereigns in the Middle East has sometimes carried their 
price much above the value of their gold content, so that 
coiners have made considerable profits, even though their 
output tended to reduce the premium. 


Sources: The Times, September 13, 1955, and The Econ- 
omist, September 17, 1955, London, England. 


Europe 


EPU Settlements for August 1955 


The August settlement operations of the European 
Payments Union were made according to the new pay- 
ments rule of 75 per cent gold or dollars and 25 per cent 
credit. The over-all position was more balanced than 
in July, and total surpluses or deficits amounted to 87.7 
million units of account (1 unit of account = US$1), 
compared with 138.2 million units in July. Germany’s 
surplus in August was only 15.3 million units, against 51.8 
million units in July; Germany’s cumulative surplus has 
reached 1,473.0 million units, of which 947.9 million 
units has been settled in gold or dollars. Italy’s surplus 
of 7.8 million units was also smaller than the July sur- 
plus of 31.1 million; the latter had been inflated by the 
receipt of a loan from Switzerland. France again had a 
surplus, amounting to 21.3 million units, which was 
settled fully in gold. Of the 100 per cent gold payments 
(369.4 million units) made in the past by France in 
settlement of deficits outside the quota, the amount still 
oustanding, and which France may recover in gold to 
the extent that it has future net surpluses, is 212.9 mil- 
lion units. Surpluses were also recorded by Belgium (12.8 
million units), Switzerland (9.7 million units), Sweden 
(4.8 million units), Norway (4.2 million units), and 
Austria (1.2 million units). The surpluses of Greece 
(6.4 million units) and of Portugal (4.2 million units) 
were settled fully in gold. 
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The United Kingdom again had a large deficit—78.5 
million units compared with 71.1 million units in July. 
Both deficits were partly due to unfavorable seasonal 
factors. Denmark had a deficit of 4.6 million units, 
against a surplus of 1.1 million units the previous month. 
Turkey’s deficit of 4.0 million units was settled fully 
in gold. Turkey’s cumulative deficit has reached 354.7 
million units, of which 232.6 million has been settled 
in gold. Iceland and the Netherlands each had a small 
surplus of 0.3 million units. 


As a result of the August operations, the Union’s gold 
and dollar assets declined by 6.8 million units, to 382.2 
million units. The bilateral amortization payments in 
August amounted to 8.6 million units. 


Source: Organization for European Economic Coopera- 


tion, Press Release, Paris, France, September 14, 
1955. 


Sterling Exchange Rates 


Sterling has made a substantial recovery in the latter 
half of September, particularly against continental Euro- 
pean currencies. In the London market on September 23, 
sterling was quoted in deutsche marks at DM 11.70% 
against DM 11.68% on September 16, in Swiss francs at 
Sw F 12.19%4 against Sw F 12.165, in French francs at 
F 976%, against F 97314, and in guilders at f. 10.60% 
against f. 10.58. In New York, on September 26, spot 
sterling was $2.78%4 against $2.785¢ a week earlier, 
despite considerable purchases of dollars on tobacco ac- 
count, and transferable sterling was $2.7614 against 
$2.7614. According to the Economist, there is every in- 
dication that bear positions in sterling are being covered 
in Europe, probably owing to the vigor of the Chancellor’s 
denials, at the Annual Meeting of the International 
Monetary Fund in Istanbul, of the rumored devaluation 
or flexibility of the exchange rate. While the Exchange 
Equalization Account may have intervened to slow down 
the recovery of sterling in terms of European currencies, 
it is unlikely to have recovered much of the substantial 
amounts lost by supporting sterling earlier in the month. 
Without a dramati~ acceleration of the present favorable 
movement, the September gold and dollar figures, bur- 
dened by a £21 million gold payment to EPU, are 
likely to show a further heavy fall. 


Sources: The Economist and The Times, London, Eng- 
land, September 24, 1955; The Journal of Com- 
merce, New York, N. Y., September 27, 1955. 


Scandinavian Woodpulp Prices 


Scandinavian prices of woodpulp exports to the United 
Kingdom have remained remarkably stable this year. Brit- 
ish importers who buy six months ahead have paid the 
same price in the first and the second half of the year 
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for chemical woodpulp. Bleached sulphite pulp is quoted 
at £59 10s. a ton c.i.f. British east coast ports. 

This stability is based on certain tangible market 
factors. Though the woodpulp market is firm, supplies 
of pulp are adequate; North American mills are taking 
more interest in European markets; British consumers 
have been able to increase inventories; and sales of 
U.S.S.R. woodpulp, although not large, are helping to 
keep prices in check. These factors may have played a 
part in encouraging consumers to resist Scandinavian at- 
tempts to raise prices. 

Source: The Economist, London, England, September 17, 
1955. 


Overdue Copenhagen Bonds fo Be Paid in October 1955 


The Danish Ministry of Finance announced on Sep- 
tember 13 that it had been decided to make dollar funds 
available for final payment of two matured City of Copen- 
hagen issues—a 5 per cent $15 million loan that fell due 
on June 1, 1952 and a 4% per cent $12 million loan that 
matured on May 1, 1953. The arrears on these two issues 
total about $12 million, which will be paid by the City 
of Copenhagen by the middle of October 1955, through 
a call of all outstanding bonds. With this payment, all 
arrears on Danish dollar loans will be eliminated. 


Arrears developed on a number of Danish dollar loans 
during World War II and the years immediately following. 
Payment of these arrears was undertaken during 1950-54, 
but at the same time the principal of the two Copenhagen 
loans also became due for repayment. 

Source: Danish Embassy, Press Release, Washington, 
D. C., September 14, 1955. 


Danish-U.K. Trade 


Negotiations have been concluded on the price and 
quantity of Denmark's bacon exports to the United King- 
dom for the final year covered by the long-term agree- 
ment that expires at the end of September 1956 (see 
this News Survey, Vol. VII, p. 121). The price will be 
increased from 237s. 6d. per hundredweight to 240s. per 
hundredweight. However, if the wholesale price of bacon 
in London exceeds 270s. per hundredweight, the Danish 
price will also be increased by any amount in excess of 
270s. The London price at present is about 326s. per 
hundredweight. It is estimated that the basic price in- 
crease will mean an increase of about DKr 18 million in 
Denmark’s export proceeds. In the last contract year, 
Denmark delivered about 238,000 tons. While deliveries 
in the coming year are fixed at a maximum of 208,000 
tons, they are not expected to reach that total. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, September 11-17, 1955. 


Trade Liberalization by Denmark 


Denmark will not increase its liberalization (presently 
78.4 per cent) of intra-European trade. Instead it is ex- 
pected that the liberalization percentage for trade with 
the dollar area will be increased from 40 to 70. 
Source: Politiken (Weekly Overseas Edition), Copen- 

hagen, Denmark, September 18-24, 1955. 


Norway's Balance of Payments Position 


Norway's Prime Minister, in a recent speech, reviewed 
the balance of payments situation and concluded that, 
owing to increased freight earnings and exports, the 
balance of payments situation was substantially better 
than had been expected some time ago. He stressed that 
this improvement will give Norway additional time in 
which to make needed adjustments. Nevertheless, the 
Prime Minister observed that 1956 would be a difficult 
year and that new positive measures would have to be 
taken. 


Recently revised figures indicate that imports, exclud- 
ing ships, will be NKr 500 million, or 8.4 per cent, higher 
than originally estimated in the national budget. Imports 
of ships will be higher by NKr 150 million, or 11.5 per 
cent. It is estimated that exports will exceed the original 
estimate by NKr 195 million, or 4.5 per cent, while net 
freight earnings will increase by NKr 300 million, or 15.5 
per cent. The deficit on goods and services should be 
about NKr 700 million; this figure, however, includes 
the value of nine tankers, of 100,000 gross register tons, 
which previously were registered abroad, but for which 
licenses have been granted for changing the registration 
to Norway. Since this will not necessitate any outlay 
of foreign exchange, the remaining deficit will be about 
the same as the total goods and services deficit estimated 
at the beginning of the year, NKr 550 million. When 
account is taken of private foreign loans and amortization 
of foreign debt, the balance requiring official financing 
in foreign exchange will be about NKr 275 million. The 
Prime Minister stressed that the proceeds of official 
foreign loans obtained this year will more than cover 
this requirement and thus permit an increase in the Bank 
of Norway’s foreign exchange reserves. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 12, 1955. 


Finnish Foreign Exchange Policy 


The Bank of Finland has decided to limit the use of 
the advance payments normally received for exports of 
lumber to 50 per cent of the purchase price of goods 
shipped in 1956. Of the available advance payments, 
only one half may be used this year. 

In spite of the fact that this year the foreign exchange 
granted for imports has exceeded that granted last year, 
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thus increasing the supply of goods to the domestic 
market, the Governor of the Bank of Finland stated that 
the present foreign exchange position is relatively good. 
Foreign exchange reserves are now Fmk 29 billion 
(US$126 million), while at the same time last year they 
were Fmk 25 billion, and in 1953 they were only Fmk 12 
billion. There is still reason to restrict foreign exchange 
allocations, however, because the foreign exchange supply 
next year is unknown. Therefore, at present, a consoli- 
dation policy is being followed by paying off short-term 
foreign debts which have not yet fallen due. Similarly, 
there is no justification for seeking new foreign short-term 
credits, which these advance payments for exports rep- 
resent. 


Source: Hufvudstadsbladet, Helsinki, Finland, Septem- 
ber 20, 1955. 


German Coal Imports 


A survey prepared by the Rhenish-Westphalia Institute 
for Economic Research estimates that the West German 
need for imported coal for one year (April 1955 to 
March 1956) is between 15 million and 16 million tons 
(7.2 million in the summer and 8.4 million in the winter). 
As imports from member countries of the ECCS and the 
United Kingdom can hardly be increased, the bulk of the 
imports has to be purchased in the United States. The 
rate of decrease in household coal consumption this year 
was less than is usual during the summer months; the 
decrease was 9 per cent instead of the usual 12 per cent. 
It is estimated that coal consumption by industry in the 
year 1955-56 will rise to 54 million tons. The steel in- 
dustry accounts largely for the increase, its rate of con- 
sumption in the second quarter of 1955 being 36.7 per 
cent above that in 1954. The expansion of coal output 
is now slower than the increase in consumption. In 
addition, the increase in the rate of output may soon slow 
down owing to a drift of miners to other industries. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, September 10, 1955. 


Manufacturing Production in Italy 


The index of production for manufacturing industries 
in Italy during the first half of 1955 averaged some 9.4 
per cent higher than in the corresponding period last 
year. Inereases were recorded for all branches of manu- 
facturing except textiles, which declined by about 10 per 
cent. The increases included 2 per cent for foodstuffs, 
beverages, and tobacco; 6 per cent for leather and hides; 
1.2 per cent for timber; 26.4 per cent for metallurgy; 12.5 
per cent for engineering; 13.4 per cent for chemicals, in- 
cluding petroleum and coal derivatives, cellulose, and 
artificial fibers; 8.3 per cent for paper; and 9.9 per cent 
for rubber. 


Source: /I Sole, Milan, Italy, August 3, 1955. 


INTERNATIONAL FinaNcIAL News Survey, September 30, 1955 


Far East 


Indian Economy in 1954-55 


The Report of the Central Board of Directors of the 
Reserve Bank of India for the year ended June 30, 1955 
states that economic developments in India in 1954-55 
were marked by an acceleration of expenditure in the 
public sector in conjunction with an increase in budgetary 
deficits. According to the Report, the Indian economy 
acquired greater strength during 1954-55, with an im- 
pressive rise in production and considerable progress 
in expenditure on public projects, facilitated by appro- 
priate fiscal and credit policies. The institutional ar- 
rangements for providing finance to agriculture and in- 
dustry were modified and strengthened in a number of 
ways. The improvement in the flow of savings and the 
change in the balance of payments, the Report points out, 
are developments of special significance in the context of 
the framing of the Second Five Year Plan. Two features 
of the economic situation which caused some concern were 
the relatively steep fall in foodgrain prices, which has 
been arrested, and chronic and severe unemployment 
among urban workers. Extension of banking facilities 
and the strengthening of the banking system through the 
enforcement of various provisions of the Banking Com- 
panies Act, 1949, were important aspects of the Reserve 
Bank’s work. 

The Central Board of Directors believes that there 
are strong indications that the tempo of economic develop- 
ment will be increased during the period of the Second 
Five Year Plan. In their view, the maintenance of agri- 
cultural production near the all-time record achieved in 
1953-54 and the further substantial growth in industrial 
output were perhaps the most encouraging features of the 
economy during 1954-55. 

The decline in commodity prices during the year 
amounted to 10 per cent, against 6 per cent in 1953-54, 
and was sharpest in respect of food (18 per cent). The 
fall in prices, the Report remarks, is largely a corrective 
to the earlier high levels and provides a base for more 
rapid economic development. 

The enlarged budgetary deficit of the Central Govern- 
ment and the extension of bank credit were the principal 
factors tending to increase the money supply during 
1954-55. The influence of the balance of payments posi- 
tion on the expansion, as reflected in the capital account, 
was not negligible. The Rs 1.83 billion increase in the 
money supply did not, however, lead to a re-emergence 
of inflation, since it was matched by increased output. 
The banking system was able to meet the strain, to a 
considerable extent, by borrowing from the Reserve Bank 
in the busy season the gross amount of Rs 2.07 billion, 
including Rs 980 million under the Bill Market Scheme, 
against Rs 800 million under that scheme in the previous 
busy season. 
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In its General Report published in December 1954, the 
Committee of Direction of the All-India Rural Credit 
Survey envisaged a revitalization of cooperative agencies 
for rural credit, along with the provision of storage and 
warehousing facilities and the development of credit fa- 
cilities in rural areas, through the medium of state- 
associated commercial and cooperative banks. 

The impact on the balance of payments position of the 
rising momentum of development expenditure and the 
expansion in industrial output was reflected in the virtual 
disappearance of the substantial current account surplus 
of the previous year. On the basis of preliminary data 
for the first three quarters and estimates for the last 
quarter of this year, the current account is expected to 
be in balance, whereas last year it had shown a surplus 
of nearly Rs 590 million (US$124 million). For the year 
as a whole, mainly as a result of a considerable re- 
duction in foreign liabilities, the net investment on capital 
account is estimated at Rs 400 million ($84 million). 

The Report also refers briefly to the latest survey 
of India’s long-term foreign assets and liabilities at the 
end of 1953, just completed by the Bank, which shows 
that liabilities amounted to Rs 10.38 billion ($2.18 bil- 
lion) and assets to Rs 11.75 billion ($2.47 billion). Total 
foreign business investment in India in terms of book 
value was Rs 4.21 billion ($884 million), of which more 
than 80 per cent was direct investment. The bulk of the 
investment (nearly Rs 3.5 billion or $735 million) was 
from the United Kingdom. Private capital from the 
United States, predominantly in the direct investment 
category, totaled Rs 310 million ($65 million). The net 
inflow of foreign private capital between 1948 and 1953 
was Rs 1.3 billion ($273 million), of which about 40 
per cent probably represented reinvested profits of 
branches and undistributed profits of subsidiaries of 
foreign companies. 

Source: Reserve Bank of India, Press Summary of the 
Report of the Central Board of Directors for 
the Year Ended June 30, 1955, Bombay, India, 
September 12, 1955. 


Indian Loan and Credit to Burma 


At the request of the Government of Burma, the 
Government of India has agreed to loan Burma Rs 100 
million (US$21 million). The Indian Ministry of Ex- 
ternal Affairs has also announced that, in addition, the 
Government has agreed to extend a credit of Rs 100 
million to enable Burma to finance purchases in India. 


Sources: The Financial Times, London, England, Sep- 
tember 21, 1955; Embassy of India, /ndiagram, 
Washington, D. C., September 22, 1955. 


Ceylon Tea Trade 


The Ceylon Government is permitting traders to ship 
to London, before the end of the year, 5 million pounds 
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of tea in excess of the annual stipulated quota of 60 mil- 
lion pounds. Next year’s tea quota to London is likely to 
remain at 60 million pounds. (See also this News Survey, 
Vol. VII, p. 353.) 


Source: The Financial Times, London, England, Sep- 
tember 14, 1955. 


Thai Exchange Equalization Fund 


It is estimated that, since the March 18 revaluation of 
Thailand’s foreign exchange reserves (see this News Sur- 
vey, Vol. VII, p. 321), about 2,500 million baht is avail- 
able in excess of the reserve required for currency cover. 
Of this excess, the equivalent of 296.3 million baht will 
be used to pay off war debts of the Government and 720 
million baht to retire part of the foreign exchange loans 
contracted in 1953. In order to prevent wide fluctuations 
in rates in the free exchange market, a fund of about 1,200 
million baht will be set up for buying and selling ex- 
change. This fund is to be handled by an organization 
with a status that permits it to be exempted legally 
from payment of taxes. The organization will be under 
the supervision of a board headed by the Minister of 
Finance and including the Minister of Economic Affairs 
and Foreign Affairs, the Deputy Finance Minister, and 
the Governor of the Bank of Thailand, in order to ensure 
that the fund is used only for maintaining economic and 
financial stability. The board will appoint a manager 
to handle the fund. He will be empowered to issue regula- 
tions governing the business of the fund with the Bank of 
Thailand and authorized commercial and foreign institu- 
tions dealing in foreign exchange. The organization will 
buy and sell foreign exchange and gold and will invest 
in short-term government securities and short-term for- 
eign securities. It will not be allowed to invest more than 
20 per cent of the fund in government securities. All 
profits will be utilized for maintaining economic and 
financial stability in Thailand. Liquidation of the organi- 
zation will require an act of the National Assembly. 


Source: The Bangkok Post, Bangkok, Thailand, July 14, 
1955. 


Mainland China's Rice Exports to Japan 


The Japanese Food Agency on August 3 contracted to 
purchase 40,000 metric tons of rice from Mainland China 
for delivery by October 31. The purchase was made with 
the understanding that offsetting purchases of ammonium 
sulphate and miscellaneous goods will take place within 
nine months. The price was stated to be $168 per metric 
ton c.i.f. for 20,000 tons of rice from North China, and 
$157.20 per ton c.i.f for 20,000 tons from Central China. 

This is the first purchase of rice from Mainland 
China by Japan during the current fiscal year (April- 
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March). During the 1954-55 fiscal year, Japan took 
81,000 tons of rice from Mainland China. The rice to 
be imported under the August 3 purchase is similar to the 
California product, and the price is below the $176.50 


per metric ton which Japan is paying for California rice. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., September 5, 1955. 


Japanese Shipyard Activity 


During the first three and a half months of the current 
fiscal year beginning Avril 1, 1955, Japanese shipyards 
received foreign orders for 38 vessels aggregating 530,000 
tons. This compares with total orders for 572,480 tons 
during the entire fiscal year 1954-55; these orders, in 
turn, were four times the tonnage ordered in 1953-54. The 
steady decrease in Japanese shipbuilding costs and the 
world trend toward shipping replacements are among the 
factors responsible for the continued improvement. Most 
important, however, was a large inflow of foreign orders 
after November 1954 as foreign importers of Japanese 
ships tried to anticipate any rise in the prices of ships 
which could possibly result from the abolition, in that 
month, of the ship-sugar link system. This system had 
enabled Japanese shipbuilders to keep their prices low 
since, under it, they were permitted to import sugar the 
domestic price of which was much higher than the 
foreign price. 

Source: The Financial Times, London, England, Sep- 
tember 5, 1955. 


Indonesia's New Import System 


Under Indonesia's new system of import regulations 
which became effective on September 1, the old “addi- 
tional levies” on various categories of imports have been 
replaced by a new set of consolidated levies. For this pur- 
pose, imports have been reclassified into four new 
categories: (1) essential, (2) semiessential, (3) semi- 
luxury, and (4) luxury. The category of essential im- 
ports, including many foodstuffs, several textiles, some 
metal products, gunnies, fertilizers, several chemicals 
and pharmaceuticals, several technical articles, books, 
paper and printing products, motor coaches and trucks, 
etc., will be subjected to a levy that will equal 50 per 
cent of the official exchange rate of Rp 11.4 = US$1. 
For certain other food and metal products, watches and 
clocks, bicycle parts, and the various other goods that 
comprise the category of semiessential imports, the levy 
will be 100 per cent. No fixed levies are imposed on 
imports of semiluxuries and luxuries, but the import 
licenses for them will be sold by auction to the highest 
bidders, subject to the establishment of fixed minimums 
in all cases. The Indonesian Monetary Board is em- 
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powered to exempt the import of any commodity from 
the new levies. 


In addition to these measures, the old Import (licens- 
ing) Bureau and the Supply Institute which used to issue 
import licenses for controlled goods have been replaced 
by a new office, the Foreign Exchange Bureau for Trade, 
which will issue both the import and the foreign exchange 
licenses. This change will simplify the procedure for 
issuing the licenses and will enable the importers to obtain 
them within seven days of application; hitherto, the time 
interval was considerably longer. The licenses will be 
granted only to recognized importers, who will be re- 
quired to deposit the full value of the imports for which 
the licenses are sought. Non-Indonesian importers will be 
required to deposit with the banks Rp 5 million, which 
may be used in payment for the goods to be imported. All 
the importers will be reregistered and rescreened. 

The new import system abolishes all parallel trans- 
actions, barter transactions with Singapore and the 
Netherlands, and the so-called “exchange-free” imports, 
i.e., certain specified luxury imports for which no official 
foreign exchange was made available. 


Sources: The Financial Times, London, England, Sep- 
tember 2, 1955; and De Maasbode, Rotterdam, 
Netherlands, September 2 and 5, 1955, 


United States and Canada 


U.S. Tariff Negotiations Under GATT 


The U.S. Government has announced detailed plans 
for tariff negotiations with 25 trading partners under the 
General Agreement on Tariffs and Trade (GATT), which 
are scheduled to begin in mid-January. The negotiations 
will cover about 1,000 U.S. import commodities valued 
at $1.8 billion in 1954. Under the extended Reciprocal 
Trade Agreements Act, the U.S. Government can offer, 
in‘ return for'reciprocal concessions by ‘other countries, 
reductions as high as 15 per cent in present tariffs over a 
period of three years. Before the list of commodities 
proposed for negotiation is finalized, it must be reviewed 
by the U.S. Tariff Commission and the Committee for 
Reciprocity Information (CRI). Study of the commodity 
list, largely through public hearings at which domestic 
producers and trade groups will make their views known, 
will begin October 31. The Tariff Commission will hold 
public sessions to determine how far tariffs could be 
reduced on given commodities before such reductions 
industry. The CRI will also 


conduct hearings to secure business opinion on the 


would injure a domestic 


reciprocal concessions that the United States should seek 
in the negotiations. Both groups will submit recommenda- 
tions to the President, who must approve the final form 
of the commodity list. The tentative U.S. list contains 
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fewer items than were submitted in the 1947 GATT 
negotiations; some commodities have been eliminated for 
national security reasons, and “sensitive” items, such as 
watches and bicycles, whose tariff treatment has caused 
sharp protectionist-liberal trade disputes in recent years, 
also have been eliminated. Cotton textiles bulk large on 
the “sensitive” list. Most farm products are not included 
because of existing statutory prohibitions, such as Sec- 
tion 22 of the Agricultural Act. On the other hand, some 
commodities proposed for tariff reductions will be 
offered to European countries as compensation for the 
U.S. increase in the bicycle tariff during the past summer 
(see this News Survey, Vol. VIII, p. 71). 


Source: The Journal of Commerce, New York, N. Y.., 
September 22, 1955. 


U.S. Merchandise Trade 


U.S. commercial exports in the first half of 1955 totaled 
$7.0 billion, an increase of 10 per cent over exports in 
the comparable 1954 period. Nonfarm commodities ac- 
counted for more than 80 per cent of the increase, as 
sharply rising levels of production in Western Europe 
necessitated large U.S. supplies of coal, iron and steel, and 
other goods. Exports to Canada also increased, accom- 
panying the recovery from the 1953-54 contraction in bus- 
iness activity in that country. Shipments to Latin Amer- 
ica and the Far East were below those in the first half 
of 1954, owing to sharp reductions in sales to Brazil and 
Japan. Exports of farm products rose about 5 per cent, 
the surplus disposal program of the U.S. Government 
being a key factor in this increase. 


Imports in the first half of 1955 amounted to $5.5 
billion, a gain of about 5 per cent over the corresponding 
period in 1954. If coffee imports, which decreased by 13 
per cent, are excluded, the increase in total imports was 
Ll per cent. The principal increases were in petroleum, 
crude. rubber, lumber, and textile manufactures. The in- 
crease in rubber imports—amounting to almost 75 per 
cent——was due mainly to a sharp rise in price. Accompany- 
ing a marked increase in U.S. construction activity, lumber 
imports rose by 50 per cent while domestic production 
was virtually unchanged. The bulk of the gain in textile 
imports was accounted for by cotton manufactures from 
Japan and rayon and acetate fibers from Europe. 


Source: Department of Commerce, Foreign Commerce 


W eekly, Washington, D. C., September 19, 1955. 


Canadian Production 


The expansion of economic activity in Canada, which 
began in the second half of 1954, continued at an ac- 
celerated pace during the fi st half of this year. In the 
second quarter, the gross national product reached an 
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annual rate of $26.2 billion, 4 per cent higher than in the 
first quarter and 9 per cent above the 1954 average. The 
increase was due principally to higher nonfarm produc- 
tion, which rose by 4 per cent during the second quarter 
compared with gains of 2 per cent in each of the two 
preceding quarters. Almost all industrial groups shared 
in the expansion, with an especially sharp increase in 
nondurable manufacturing, which had lagged during the 
first quarter. Manufacturing production as a whole was 
about 8 per cent above that in the second quarter of 
1954; but, while nondurable production was at record 
levels, durable production was still below the 1953 peak. 
Farm production also increased, reflecting the expectation 
of above-average grain harvests. 


The increase in production, which was accompanied by 
a further marked rise in merchandise imports, resulted 
almost entirely from increases in final sales; inventory 
accumulation by business, which had played a significant 
part in the first quarter expansion, virtually ceased during 
the second quarter. The increase in final sales reflected 
increased demand from all sectors except exports. Per- 
sonal consumption outlays, which included heavy auto- 
mobile purchases, accounted for well over half the addi- 
tional sales, while government consumption rose largely 
as a result of greater defense spending. The most marked 
increase, however, was in residential construction, which 
rose by over 12 per cent. Fixed investment by business 
also rose during the quarter, but expenditure during the 
first half of 1955 remained below the level of last year. 
In the export sector, nonfarm shipments rose to a new 
high, but this increase was offset by lower sales of farm 
products. 

Personal income in the second quarter amounted to 
$19.6 billion, 3 per cent above the first quarter level 
and 8 per cent higher than a year ago. Labor incomes 
accounted for the greater part of the increase, reflecting 
higher wage rates and increased employment, while gov- 
ernment transfer payments declined. Farm and nonfarm 
proprietors’ incomes also increased, but property incomes 
underwent a slight decline although remaining substan- 
tially higher than a year ago. Personal direct tax pay- 
ments decreased during the quarter and, despite the in- 
crease in consumption expenditure, personal savings rose 


by almost 7 per cent. 


Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditures, Second Quar- 
ter 1955, Ottawa, Canada. 


Latin America 


Economic Stability in Cuba 


Production and trade trends in Cuba during July com- 


pared favorably with those in the corresponding period 


last year. The compensatory spending of the Government 
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expanded and continued to provide a major support to 
employment and purchasing power. Private construction 
activity remained at a high level, and the extension of 
credit by the National Bank checked the general economic 
contraction. Internal revenue collections continued to be 
relatively satisfactory, indicating an apparent small gain 
in national income relative to last year. 

Sales of household and industrial electrical equipment 
increased and exceeded those in July 1954. Cuban sugar 
exports in the first seven months of 1955 were approxi- 
mately 2.8 million Spanish long tons, compared with 
2.6 million Spanish long tons in the corresponding period 
of 1954. Textile production, mining, and oil-well drilling 
were generally satisfactory. 

The National Bank’s balance sheet for July 31 showed 
Cuba’s international reserves at $513.2 million, about two 
per cent less than at the end of June. The volume of peso 
notes in circulation continued to contract slightly for the 
third consecutive month, and was $416.7 million at the 
end of July; at the same time, the National Bank’s reserves 
increased. Fundamentally, the National Bank’s credit 
policy is still expansionary, although less markedly so 
than in the latter half of 1954 and the early months of the 
present year. 

Allocations against the 100 million pesos authorized 
for the economic development plan in fiscal 1955-56 
totaled more than 41 million pesos by the end of the 
month. The major items were 20 million pesos for 
public schools, 8 million for port improvements, and 6 
million for communications. 

Source: Department of Commerce, Foreign Commerce 


W eekly, Washington, D. C., September 19, 1955. 


Other Countries 


Credit Policy in Australia 


The Commonwealth Bank of Australia announced on 
September 13 that it has requested the-trading banks to 
apply restraint in undertaking new lending commitniénts, 
not to approve new or increased loans of any magnitude 


for capital expenditure, and not to enter into new com- 


mitments involving increased accommodation for financ- 
ing imports. The banks have also been asked to review 
large overdraft accounts to achieve reductions in both 
limits and indebtedness, especially where there is sub- 
stantial permanent borrowing. 

Domestic conditions in Australia showed an excess 
pressure of demand, and the outlook was for a further 
balance of payments deficit in the current financial year. 
Measures were therefore needed to restrict the increase 
in expenditure, particularly on imported goods, and to 
ensure that plans for developmental expenditure were 
revised, to be kept in line with available resources. 


Sources: The Financial Times and The Times, London, 
England, September 14, 1955. 
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New Zealand Credit Policy 


As from August 1, 1955, the minimum balances which 
the New Zealand trading banks are required to maintain 
at the Reserve Bank have been further increased to 2114 
per cent of demand liabilities plus 744 per cent of time 
liabilities. This represents £54.8 million, compared with 
£51.2 million under the ratios established at the beginning 
of July (see this News Survey, Vol. VIII, p. 23). 


Also, as of the beginning of September 1955, the 
Reserve Bank raised its discount rate from 5 to 6 per cent. 
This is the second increase in the discount rate within 
two months. 


Sources: New Zealand Embassy, News from New Zealand, 
Washington, D. C., August 1955; Australian 
Financial Review, Sydney, Australia, Septem- 


ber 8, 1955. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, October 1955, shows that in 
July India repurchased from the Fund Indian rupees 
equivalent to US$15.0 million. 


Corrigendum 


Vol. VIII, No. 12, September 16, 1955, p. 90, item “Re- 
duction of Rate of Tax Rebates to French Importers” — 
The first two sentences should read as follows: “Effective 
December 1, 1955, the basic rate of tax rebates to 
French exporters will be reduced. For the refund on 
indirect taxes (fiscal and social charges), the rate will be 
lowered from 7.5 per cent to 5 per cent of the export value 
for the most favored category of exports, and from 4.2 per 
cent to 2.5 per cent for the next most favored category. 
No change has been made in refunds in respect of social 
security contributions.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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